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MEMORANDUM FOR: OGC Logistics and Procurement Division 
OL/Procurement Management Staff 


a 
er, Legislation Staff, OLC 


SUBJECT : Legislation Relating to Limits and Purchase Prices 
for Goods and Services 


1. During its consideration of the authorization bill for the 
Treasury Department and other Federal entities on 27 June, the Senate 
adopted an unprinted floor amendment relating to limiting prices 
which Federal agencies may pay to purchase goods and services. The 
language of the amendment is as follows: 


"SEC. 615. None of the funds appropriated by this Act 
or any other Act shall be used to purchase goods and services 
the prices of which have risen in excess of the guidelines 
established by the Office of Federal Procurement Policy © 
pursuant to the President's memorandum to the heads of 
executive departments and agencies dated May 18, 1978." 


Note that the amendment concerns funds appropriated by any Act not 
just the Treasury appropriations Act. 


2. The limitation on purchase prices for goods and services is 
pegged to a Presidential memorandum to the heads of Executive departments 
and agencies dated 18 May 1978, I presume the Agency received this 
memorandum. I am attaching pages from the 27 June Congressional Record 
containing the floor debate on this provision. If in the opinion of 
your office this provision is of concern to us, please so advise. If 
it is determined we should seek to have the provision amended, we will 
have to do so during the House/Senate conference which is likely to take 
place fairly soon after the Congress reconvenes on 10 July. Therefore, 


please let me have any thoughts you might have on this matter by Friday, 
7 July. 
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3. The bill also contained provisions limiting the use of funds 
to pay the GSA for rental of space and services pursuant to the Federal 
Property and Administrative Services Act of 1949 as amended; see 
attached section 611. In addition, section 612 of the bill places a 
limitation on use of funds for financing of construction of “purchase 
contract projects pursuant to section 5 of the Public Buildings 
Amendments of 1972." Do either of these provisions affect STAT 
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it ts 
- dxperative that the inflationary momen- 


- tums built inte our economic system be 


: brought. promptly under control. Cone 


’ tinued price instability poses perhaps the 


_..> most serious: threat at. present to the 


‘economic development and material well-" 


‘being of our people..Its effects are per- 


vasive- and- pernicious, creating distor- | 


_: tions in. capital markets, dampening cone - 
= Sumer and business confidence, under= 
~" mining the international standing of the 
dollar,~ and'.-sherpening the. division - 


- + gmong economic. Sroupe scrambling | je 


“get theirs Orst.”* 
- The- general price level has” ‘almost 


i doubled since 1970 which is another way 


of saying that the value of the dollar has 
been cut initially in half. The family of 
four making $13,000 in.1970 needs at least 
$22,500 . today to maintain its living 
standard. And the most recent data sug-. 
‘gest that; despite a slight lull at the end 
-- of last year, inflationary. pressures are 
again taking hold. The so-called under- 
lying rate has now been adjusted up- 
ward from 6 percent to in excess of 7 
percent. Even more menacing is the news 
that increases in the cost of basic neces~ 
sities such-as food and-housing have 
again moved into the double digit range. 
Our responsibilities as public servants, 
Mr. President, are clear. We must take 
owhatever measures lie within our power 
to contain those forces-that push costs 
‘and prices to even -higher levels. The 
public sector must take the lead. in mak- 
ing those adjustments that.will be re~ 
quired if economic stability is to be re~ 
‘stored. This is particularly true for those 
of us who serve on the Appropriations 
Committee. We must do our utmost to 
eliminate= unnecessary Government 
_spending and promote. efficiency and 
economy in the operation of public prog - 
- grams, At the same time, we should sup~ 
‘ port the efforts of the President to man- 


(age the public sector more effectively. 


“There are same encouraging signs of 
this kind of congressional-executive col- © 
laboration on the problem of price de- 
celeration of late. The President has pro- 
posed that salary increases for General . 
Service employees be Kept at 5.5 percent, 
on the average. The Senate Appropria- 
tions Committee has responded, at the — 
urging of Senators EacLeTon and BEti- 
mon, with a 5.5-percent cap on the wage 
increases allowable te Wage Board em- 
ployees and a freeze on any further 
raises for public officials earning $47, 500 
ormore. ~" 

- These are both salutary initiatives, in 
my penne: if only for thelr symbolic 


"value, In each’ case, though, the focus t 


is on containing the costs of Federal 


- compensation. Both put the onus for 


price deceleration directly on. the backs 
of public employees. I bellave, Mr. Presi- 

‘dent, that most public servants recognize ~ 
_ the special obligation that comes with 
’ thelr position and are willing to take the 


lead in helping to contra) inflation. But it. 


“ts unfalr to expect them to make all the 


sacrifice. There are other avenues that ” 
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curement.. The Pri 
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should be explored, other ways the pub-“""Alre 


‘lis sector can contribute to a. eesterss in 
inflationary momentum... 


It 1s frequently ‘ceorlcoked: that: ‘the. 


“Government has a major and direct im-" 
pact on price behavior in its role as. a 
- purchaser of goods and services. The 
Federal Government annually spends in 
excess of $89 billion processing the com- 
modities and services it needs to carry 


‘out its functions. Buying power of this . 


“magnitude offers an unparalleled but un- 
derexploited opportunity to promote both 
“greater economy in public expenditure 
jand greater price restraint in the private 


‘sector, -most notably among Government - 
contractors and suppliers. Moreover, Mr. 


President, I think experience suggests 
-that the chances of achieving sizeable ~ 
gains in this regard are quite good. Any~ 
one familiar with the dynamics of large 
organizations—either in the pubile or 
private sector—-will immediately recog- 
nize how easy it is for social and psx- 
_chological tendencies to undermine:com- 
‘petitiveness in the procurement process. 
Habit and routine al) too readily over- 
come the search for better, less costly 


products, and services. Almost inevitably 


over time, mutualistic relations will take 
shape between the parties to the trans- 
actions; .despite formal organizational 
.rules and prescriptions. As this. happens, ~ 
the Government purchasing agent comes 
to accord a subtle but significant-pref- - 


_erence.for those firms.and individuals - 
. with whom he has: dealt in the past. - 


- Gradually, the incentive to seek out more 
efficient suppliers and less costly prod- 
ucts diminishes as the convenience of a 
‘stable and predictable social bond as- 
sumes growing importance. Both parties 
‘may lean. to avoid the friction that in 
genuinely competitive process would en- 
gender in favor of a system of de facto 
‘ price discrimination. ° 


- In any case, Mr. President, Iam glad 


to note that the administration is cogni- 
zant to the problem and intends to try to 


come to grips with il. To that end, the ~ 


President has issued a memorandum to 
‘the heads of all executive departments 
“and agencies ‘establishing the institu~ 


they do not wish to alter the pattern of ~ 
. purchasing to which. they. have become © 


accustomed..If the President’s anti-infla- 
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tion initiatives are not to be cverwhelmed - . 


by bureaucratic inertia, it is imperative 
that the Congress show its support. I 


ae 


know of-no better way to.do so and to | ., 


‘send an unambiguous. message to those 
‘agencies who are -dragging. their - feet 
than to approve the amendment Senator 
Ss. . = 
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Se presaemtr 
reside Of the 


amendment proposed by Senator SASSER 
and myself. — 

Task unanimous consent that Mr. Ro- 
inane Romani and Leonard Ritt of my 
staff be permitted on the floor duriig the 
“ debate on this appropriation bill; . . 

The PRESIDING OFFICER. Is there 
“objection to the_request? “The Chair 
Rae none and it is so rnerer os 

~The ‘Senator from ‘Tennessee. 


aoe 


s the con- >- 


a 


Poa 


~ tr, BUMPERS: Mr. President, will the 


Senator yield for a Unanimous consent 
request? 


- Mr. SASSER. I yield... : 
. Mr, BUMPERS. I ask unanimous ¢on- 


. sent that. Len Parkinson of my staff be 
: permitted access to the floor. 


-' The PRESIDING OFFICER. Without 


objection, it is se ordered. 

Who yields time to the Senator from 
Tennessee? Does the Senator from Art- 
zona ylelc time? 

Mr. DECONCINL I yield to the Senator 
from Tennesseo the necessary time that 
he desires. ~ 


Mr.” SASSER. I thank the distin- 
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Mr.. "SASSER... Mr. President, I -am 


- from-Arizona (Mr. DeConcrnt) .dn-spon= 
soring this: anti-inflation. amendment to 
this. appropriations bil | - #7 


lem «confronting :this Nation .and -the 
world today. It is my-:feeling ‘that-tf:in- 
flation is-going :to -be ‘halted, -we-in ‘the 
Federal-Government must begin :to take 
action . to sbring: athis: ‘situation cunder 
. controle 2: wie eByetigy' wT ys mts ee rare tee tee 

~ a believe -we inithe “Congress shave ‘a 
special responsibility: for :providing -the 
-Jeadership in the war cagainst inflation. 
Certainiy-tt, is my-feeling thatthe Com- 


of -acting -responsibly—balancing  -the 
. needs ofthe country with-fscal realities. 
. Last:yearfor instance, the Senate:Appro~ 
priations. Committee cut the President’s 
- budget request by-more than ‘$6-billion. 
Again “this year, «the Appropriations 


aimed ~at ‘cutting the Federal ‘budget. - 
.* Wen -the Congress:are:attempting ‘to 
halance' the often ‘conflicting-interests of 
~ the: necessity ‘to-spend: for essential: pro- 
grams, -and -the ‘necessity ‘to: economize 
where “possible. However, I believe that 
“many people throughout ‘the country ‘do 
not believe ‘we are ‘doing ‘enowgh. = 

- Indeed -while we-are “making ‘cuts- end 
reductions -where-we' feel it-can ‘be-done 
prudently,:the. Pederdl budget continues 
‘to grow by ‘billions: of: dollars each ‘year. 
“I: can-see-why ‘it is difficult: forcltizens 
.to understand ‘that we-in the Federal 
sector-of-the-economy-are trying-to‘hold 
adown ‘public «spending. ‘Throughout this 
-Nation “there.ds a growing :feeling that 
=the Federal pudget :plays a: ‘significant 


*" How do we in the Congress responti:to 


: Sthis sense-of frustration and. ‘concern’ on ; 


See speople -~want -us to ,make-who-ease-cuts 
Pi ax cuts oe heeded 


ST do snot i eee “the American 
Esa eople wantiusto.cut ‘back-vital .services. + 
i But -the.American people -do want tus 


anne “American people rvant usito’ bite - 


‘ederal - adoverineht sues cou 
Ee Peder war.egainst inflation... --- 
PpsenW e-will be the-first to-admit: tha 3 
as mag mep Lis inna "t3 


" pleased to join the distinguished:Senator : 


‘Inflation is theieading eeonaniie prob- ; 


mittee on-Appropriations has a-history . 


Committee cts making shard decisions - 


ae “do snot - believe: “that rthe- eArmerioest : 


0 cut-out waste .and inefficiency... ts 


‘sone: 
ment ceticiiien spread :throughout-every..- actions. 


agency -and department.of the-Govern-- 
ment. And-each year indatian. eats.into 
Our. procurement.dollar. We are.buying 
more-at.increasingly: higher prices. 
. The. -DeConcini-Sassat’ -. amendment 
“does not address the merits -af: 'specific 
/recurement .requesis~of .the Federal 
Government. “<The -bndvet requests for 
procurement activities are being reviewed 
by. the .eappropriate -legislative commit- 
. fees. and -appropriations « 


subcommittees, 
.- Our amen ly tries to-estab- x 
sh SYEESOn ate ee ee 


«President ‘Caster Gi ltas 18.directed 
“that all: ‘agencies «delay +ar-avoid -pur= 
chases:of goods-and-services which have 
excessive price increases, ---~~ 2": .*. 

-.L.want to commend .Prasident.Carter 
‘for. taking this. action..1 believe that-be- 
-fore.nur. national leadership can-ask‘the 
‘Private .sectar .to held down price in- 

-creases~~and before -we.can-ask working 
-persons.to. accept smaller- wage -in-~ 
<reases-—we must .demonstrate -on the 
Federal -level ~that we pre: willing to 
tighten our-belts and -reduce-our budgets. 
- Earlier in the-year, the -Presiderit-re- 
-duced pay.raisesfor Fedetal.employees. 
But I do not believe public employees: 
Should bear the burden alone.: President 
.Carter’s memorandum.of. May .18 deal- 
ing with Federal: allesit conta INaeerscs 
next. step. 2 ces 
~ "Our amendment puts tet 
3 mémorandum Our .amend- 
Te r 
€ -cost -increases - of 


oods and 
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westrain inflationary 
The amendment recognizes that 
‘theibest way -to-accomplish ‘this volun- 
tary depilraatesc ea rebiiital SGovern- 
pm peatine wai ecarrccen ah a lth 

“The administration hae “announced 
that :it intends ‘to caccomplish “its :goals 
in combatting inflation without-impair- 
ing cor ‘interrupting <the-performance of, 
essential Government services or -pro- 
~grams,"and -we:feel that-this is-wise. and 
eeutent Policy, “-srstray: 


“The amendment Seareterag tay 
size Se GHaTy 


_p cho) ogy in our economy: * 
: S ‘has assigned; primary 


‘ ~respensibility for-carrying ‘out. this new 


procurement policy to the Office.of Fed- 
eral ‘Procurement Policy.‘An “anti-infla-_ 
tion council” has been created which will + 
Wetermine- what actions-should ‘be taken 
and what procedures willbe ‘followed in 
order to achieve the objectives: of the 
President—and with the approval of this 
- amendment, the enieets: of tthe Con- 
gress. 
Mr. President: °Y “believe “that: othig 
amendment is-very timely. I believe that. , 
the purpose ‘of this ‘amendment is“sup~ 
ported. by most. Americans. ‘Tr urge that 
the amendment be adapted. : . 
“The “PRESIDING - OFFICER, Who 
yields time? i ee FOES 
“MrOCHILDS.: Mr. ‘President, WE thave 
had ran opportunity >to look. over. this 
amendment mproposed by -ithe -cistin- 
guished Senators from-Arivona-‘and Ten- 
nessee. I:am.convinced thatrit-has. con- 
The administration’ igwegine s teone 
fight against inflation, and I:cannot con- 
ceive of .e.better way.to assist.in these 
efforts than to-try to attack the prices 
‘“ihat are.paid for.goods and services ‘by 
- “the-Federal ‘Government. te... 
*"IMy.particularsstend.against wage. ‘and 
“price -controls-is ‘well known. «However, 
this amendment: overely -restricts the 


fer. 
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_~peen- rising rapidiy. SEIS beatae et cine prices "th; 
* iA BOE ri} PL believe the Fed- ces ‘the.Federa] Government: would 
| derail (Government.*#f todeed caddie ~pay “for -its “procurement of ;goods -anti 


«Services to the guidelines of the .Ovice 

of <FederslProcurement- “Policy: Sa az 

ud tens -to. favor-the-amendment.”.* 
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sous *in cour effort ‘to -restrain ° “Infiation,’* 
, Should. make-every: effort mot 
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figure would 
-Dreate an-unusual burden. wenertiesa a4 


“Mr CHILES. I yields? 


~~ irom Arizona... atte 


zbeataetelee rerit be 2 ponietrued™ priation-bIll and -we:all amow- that there 


_--MP.-~GOLDWATER.; L:have not “tad | a 
toharien: -to shear -the -wording .of :.the 
«amendment, Would this-amendmentap- 

Rig to-the ee 


Teh sey Hekate Pee Rada Saeed 
‘Mir, -DECONCINE:: The -~amenximeni 
would: apply ‘to-nilitar Trametes “Dro= 


“MEDOMD WATER. “As Lunderstand it, 
“aS BETVICES Bi 


cm : = Gh cde 
Peo ave-not. eructed ae euthareation 
‘bait yek sink Sinvewe recnived an-appro~ 


an tease! L: - 


o purairtede Cimeemereip oe 


affects all four principles, in my opinion. 
However, before I address the merita 


* of the President’s implementation 1 r that of these wage controls, I must point out 


‘it would, apply: only to curement some-technical but substantive problems 
of goods and services, new weapons with the 5.5-percent psy cap proposed by 
systam thats now autho Lor may-be section 614 of the bill. The amendment 
euthorizedes nae for. p 


L. thank c the Sones 


i th the rationale behind the in- 
tire - elusion of. blue-collar workers, after all, 
why should the white-collar workers con- 
tinue to bear the brunt of these pay caps 
when blue-collar workers continually re-- 
ceive. substantial increases every : year. 
So,-in order. to remedy this seemingly 


ay SIDING OFFICER. Does the glaring inequity, blue-collar- workers 


: iohe:.vield back - his. 


as “Ignoring the merits of such gp Algu~ 
- OER erre ere: regards s 
n ETETICES Te nd 


pe Gent how much Federal! pay rates should 
be-inreased to keep in step with private 
inustry wages. He either submits a report 
..Of that reommendation: or an alterna- 
~The pendmen’ was agreed to. tive plan due-to a national emergency © 
4g" TTT AMENDMENT NO. 308¢-.. --. 2: or adverse economic conditions to the’ 
: Mrs STEVENS. Mr. President, i ca. Congress. The Congress: has 30 days to 
up my amendment No. 3080. -. -..: disapprove or else the nian goes into ef- 
‘The _. PRESIDING: OFFICER. - Ee fect. If the plan is-nok. disapproved, all . 
amendment will be stated. -.. * . the white-collar workers. receive an in- 
- The legislative clerk read as follows: _, CKeass: siniultaneously. ~ ; 
- The Benstor from Alaska (Mr: giana <2 The blue-collar scheme is cattreiy dif- 
Proposes an amendment numbered ee - ferent and has operated in this different 
- OF page 4h, strike out Mnes 5-through 20. fashion for over 100 years. According to 
"Mr, STEVENS. Mr. President, what : law, the Civil Service Commission di- 
the time limit on this. “amendment? vides the country into loval wage areas. 
Thirty minutes? - - -- . Itthen designates an agency in each wage 
. The PRESIDING OFFICER. The bei: area to conduct a wage survey of private 
limitation is 1 hour, equally divided. ~ Sector wages in its area. The survey com- 
- + Mr, STEVENS. Very well. I will say to Fares the prevailing raies and establishes 
my good: friend from -Missourt, this Wage schedules and rates for the differ- 
amendment deals wit ent categories of Federal employees in its 
Cap. 3 esident, area. Finally, all other Federal agencies 
Perr lelete an ame within the area follow the newly devised 
7 it e wage schedule and apply it to its em- 


, me Suaia 3 sre ployees. The primary difference between 
SOU ae che ro ep tOved 2a this method and the white-collar method 
the bul. It is an attenip = is that employees within different locali- 
: : RNa expend: rr -. ties receive these new rates at. different 
cent times of the year, in contrast.to the one~ 
time recommendation for white-collar 
_ Workers. :‘The white-collar workers will 
: Feceive their increase all at one time. In 


fact, within a number of States, for blue=~ 


the question sgain) 


is an ‘amend- F 


‘why. 4 f ea ia a se Ping Re . 
” ‘The pay cocuperability esateih ind the ity rate is fixed in July. “= * "> 
prevailing rate system, the pay systems ~ If the pay cap as drafted by thes Seridi- 
‘applicable’ to Federal white collar and ‘tor from Missourl were adopted, enf- 
blue collar employees, respectively, were ployees’ pay in one locality within a State 
“designed to equitably accommodate the may be substantially higher than the 
pay needs of Federal employees. The employees’ pay in a different locality 
‘principles of the two: systems can be within the same State for the year. For 
summed up in four points: First,.there example, according to the 1977 wage sur~ 
will be equal pay for equal work. Second, -vey compilation, in Sacramento, Calif., 
there will be differences in pay wheré . the last wage survey was in April 1977 
there are differences in responsibilities, _ and. the workers received an average in- 
duties, and qualifications. Third; the” crease of 8.36 percent. Assuming. they 
rates will remain comparable with pri- received a similar increase this year, they 
vate industry pay rates for comparable will continue to receive the 3.36 percent 
work, Fourth, 7 the pay leve 
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ofthe Senator from Missourt included~ 

eral biue-co Workers tinder tris 
ar Ray EP understand altiougn rot 
Sar 


were also included by the committee. “: Ne 
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odby Sead, “pill be applied : 
oder see con, Fa until October «., 1979,3 
when the limiting provision expires: Ts 
noint out that this is apparently limited 
by the length of time covered by this ap- 
Propriation bill. Thus, they will receive 
@& capped increase for 8 months. .How< + 
ever, in Los Angeles, wage surveys are’? 
done in. December. Their last. wage in-— 
crease was 8.68 percent. This December 
their increase will be limited to 5.5 per- 
cent and will also last.until October 12.) 
1979. However, their increase is capped.: 
for 10 months, December through Octo-~- 
ber, rather than; the Sacramento cap ap- 
’ plicable for only 6 months, April through 
October. Hence, Los Angeles blue-collar 
workers are penalized simply because 3 
_they live in a different. locality. oA 
=* Now, the provision could be altered so Pe 
‘that all. Federal employees are capped 
for an entire year. For example, employ- 
ees in a. locality: whose. wage schedule is 
changed in. November will be covered by 
the cap from Novemher-1978, Lo Novem---’ 
ber 1979. Though this appears. ta igi 
all’ employees. equitably, it is simply: : 
deception. For instance, employces in 
locality whose wage survey is in Septem - 
ber will: receive-theix.full increase from. __ 
September <-1978,- through September - 
.1979,-since. the pay cap does not apply - 
until adjustments beginning in October 
1978. However, their pay will be capped . 
beginning in September 1979, to Septem— 
ber 1980, more than 2 years from now. : 

Mr. President; I hope-the Senate will — 
‘understand that. Any wage increase that — 
goes into effect before the effective date 
of this act, which: is October 1, will be 
paid, whereas those that would go inte 
effect October 1 or thereafter will not 
be paid, even though the pay of blue col-- 
jar. workers in the same State but in 
other’ localities will bane ave been 
adjusted ; : . 

Noting ee ceneomia sree y, fr de 
not believe any of ua here are farsighted 
enough to predict that canned wages will. 
be beneficial te the country 2 years from 
‘now, in terms of this type of application. 
Besides, once the cap -is lified, the sur-. 
veys for the following year will show the 
disparity created by the pay cap and en- 
title the employecs to a much higher pay 
adjustment than normal. ; 

Let me talk a Httle bit about fexibl— 
“tty. The impact of this proposal in. tenns 
of the system that applies to the sched- 
uled. employees, those who are normally 
referred to as white collar empliyeeg, is 
‘the thing that bothers me most. [would - 
call attention to the next amendment. 
which I hope the Senate will accept if 
this amendment carries. If the Senator 
7 .: from Missouri prevails in this, T will not 
‘offer it. But the other amendment he - 
put on. in committes was a limitation on 
top salaries of $47,500, as a maximum 
amount; ne one over that amount. would 
get any increase under this bill. 

‘What happens is this: The President 
makes a recommendation to Congress, 
and Congress has 60 days to approve or 
disapprove. We are supposed to wait for 
the Pay Council to make its recommen. 
dation to Congress. Rather then wait, 
however, the Senator from 4issouri 
wants ta say that no one in Government 
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Approved For Release 2004/1 oes: CIA-RDP81M00980R000700120104-7 


by the Postal Service, the Postmaster General may take 
the same actions as the Administrator of General Services 
may take under the provisions of sections 2 and 3 of the 


Act of June 1, 1948 (62 Stat. 281; 40 U.S.C. 318a, 318b) 


_ attaching thereto penal consequences under the authority and 
‘within the limits provided in section 4 of the Act of June 1, 


1948 (62 Stat. 281; 40 U.S.C. 318«). 

_ Sec. 611. No part of any appropriation contained in, or 
funds made available by this or any other Act, shall be avail- 
able for any agency to pay to the Administrator of the Gen- 
eral Services Administration a higher rate per square foot 
for rental of space and services (established pursuant to sec- 
tion 210(j) of the Federal Property and Administrative 
Services Act of 1949, as amended) than the rate per square 
foot established for the space and services by the General 
Services Administration for the current fiscal year and for 
which appropriations were granted. | 

Sec. 612. None of the funds aveilable under this or any 
other Act shall be available for administrative expenses in 
connection with the designation fer construction, arranging 
for financing, or execution of contracts or agreements for 
financing or construction of any additional purchase con- 
tract projects pursuant to section 5 of the Public Buildings 


Amendments of 1972 (Public Law 92-313) during the 
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1 period beginning October 1, 1976, and ending September 30, 
2 1979. | 


Lv) 


. This Act may be cited as the “Treasury, Postal Serv- 


I > 


- ice, and General Government Appropriations Act, 1979”, 
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